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PETER (PETE) A. KRANZ, CPA
SENIOR VICE PRESIDENT, DIRECTOR

sAlliant

RISK FINANCE AND STRATEGIC CONSULTING PRACTICE LEADER

PeteKranzrecentlyjoined Alliant with over 27 yearsof risk financingand consultingexperienceserving
privately owned and publicly traded clients of all sizes,includingsignificantwork with Fortune 1000
companies

Petespenthisfirst ten yearsin publicaccountingsupportingclientswith audit, tax, businessconsulting
and advisoryservices He spent the past seventeenyearswith Brown & Brown (previouslyBeecher

Carlson) most recently leadingthe CaptiveManagementand ConsultingPractice,one of the g 2 N RQa

largest and most recognized,for the past four years In his role, Pete developed many successful,
complexrisk financingprogramsincludingutilization of captives He worked with companiesof all sizes
to quantify risk tolerance and appetite and designthe most efficient risk financingprogramfor each,
including consideration and utilization of integrated aggregatesincluding multi-year, multi-line

depleting aggregates insurance linked securities parametric programs matching deductible and

indemnification structures and captives insurance companies(pure, group, sponsored/ cell, risk
retention groups) In addition, Peteworked with clientson ongoingstrategicopportunities,including

opportunity analysessaleof lossreservesto ¢ NXzy r@afkats; freeing up capital and mitigating cash
flow implications captivefeasibility studies captive health checksincludingdevelopmentof ROICKPI,
and metric analyses and ongoing captive utilization within an 2 NB | y A ibrbaiiler dsk/fiancing
strategy, including identification of profitable opportunities to increasecaptive surplusallowing the

clientto take greatercontrol of their riskfinancingdestiny.

Pete earned his Bachelorof Sciencein Accountingfrom ChamplainCollegein BurlingtonVT. He is a
Certified Public Accountant,licensedin the State of Vermont Pete is a frequent speakerat industry
conferences, contributor on podcasts and webinars, and routinely writes for leading industry
publications
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ABOUT THE DC DEPARTMENT OF INSURANCE, SECURITIES AND BA

Mission
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DISB has a threfeld mission: 1) cultivate a regulatory environment that protects consumers and attracts
and retains financial services firms to the District; 2) empower and educate residents on financial matter:
and 3) provide financing for District small businesses.

DISB licenses approximately 1,300 insurance companies, more than 100,000 insurance agents, over 1,°
mortgage lenders and brokers, 135 money transmitters, 55 money lenders, over 1,500 securities broker
dealers, and more than 150 investment advisers.

FY 2022 Budget is $34.1 million and 139 FTEs.
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First DC captive insurance law and regulations were enacted in 2000
First captive licensed in April 2001
The Risk Finance Bureau was formed in 2003 and we currently have 10 FTEsS

First captive law was repealed and replaced in 2004 and in 2007 the captive law was amended
to authorize special purpose captives to allow insurance securitizations, and enhanced to
authorize the formation of protected and incorporated cells.

DC has licensed 335 since 2001, and currently has 175 active captives.

One-third of captives and RRGs write medical liability coverage for hospitals, physicians,
nursing homes, and assisted living facilities.

DC was the first US jurisdiction to authorize the formation of protected cells (AKA segregated
accounts) as separate legal entities.

We are experiencing significant growth in protected cells.
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BREAKDOWN OF CAPTIVE INSURANCE COMPANIES IN DC

As of August 6, 2022 1

69
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ORGANIZATIONS THAT HAVE FORMED CAPTIVES IN DC
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PRESENTATION AGENDA

AALTERNATIVE RISK FINANCING

ACAPTIVE INDUSTRY OVERVIEW

ATYPES OF CAPTIVES

AADVANTAGES AND DISADVANTAGES OF CAPTIVES
ARISKS COMMONLY INSURED IN CAPTIVES
AEVALUATION PROCESS
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WHAT DO WE MEAN BY ALTERNATIVE
RISK FINANCING?

ABroad term to capture any risk financing techniques used

other than traditional insurance

ACan includelut not limited t0) deductibles / SIRs (self

funding), risk purchasing groups, insurance linked securities,
reinsurance, matching deductibles, aggregate deductibles,

multi-year / multiline integrated aggregate programs and,

most prevalently, captives and risk retention groups

AAt the end of the day insurance is a financing transaction
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Risk Purchasing Group

A risk purchasing group (otherwise known as, RPG) consists of insurance
customers who join together to purchase their insurance coverage (may be
limited to liability coverages) from an insurance company. The RPG is the
insurance purchasing vehicle for its members. Purchasing insurance like
this benefits the members of the RPG because it allows them to get the
insurance at a lower premium, with broader coverage terms, and loss

control/risk management programs.
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Insurance Linked Securities

Insurance linked securities are the product of insurance risks (typically
finite risks) converted to investments via special purpose vehicles
(SPVs) which are used to access capital markets (exampkdge

funds) directly. They are used by insurance, reinsurance and,

Increasingly, captive insurers.
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Integrated Aggregate Programs

Multi-year / multi-line integrated aggregate programs provide coverage
for a myriad of exposures in a single solution, whereby the insured
benefits from the efficiency of having created risk diversification prior
to accessing the insurance marketplace. Usually structured within

captive insurance companies.



https://disb.dc.gov/
mailto:disb@dc.gov

HOW a-nd When ADetermine the optimal
Should CaptIVES be retention
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u ", prem|u m fOI’ eXpeCted Premiums - risk transfer $ 1,000,000
pIaCIng trad Itlonal |OSS€S as they are JUSt Annual expected losses $ 200,000
. marking it up and then New program structure
iInnsurance only returning the loss Decuctble s 250000
. Deductible - aggregate $ 750,000
plece (aggregate is 80% confidence level - 1 in 5 year event)

ro rams? . Premiums - risk transfer $ 500,000
. AAbove the dollar tradlng, Annual expected losses $ 200,000

evaluate the premium credit

from increased retentions [ el | [ New |
versus the increased risk Premiums - risk transfer $ 1,000,000 $ 500,000
retamed Whlle also Annual expected losses $ - $ 200,000

: : : Cost at expected $ 1,000,000 $ 700,000

ﬁ\slillcjgr’: nbgerrrr:ﬂ?glaqg[je\a/faegn Program savings - annual $ 300,000

. . P vi - 5- $ 1,500,000

agg regate (See I||UStI’atIOn) Acrjct)i?trii:aTzlaosr;%ss to ;:gElrLgate (1in5 year event) $ 550,000
A Consider financing retained Net 5-year program savings _§ 950000

losses (risks) in a captizdF
it makes sense
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CAPTIVE INDUSTRY
OVERVIEW
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Captive Insurance

A "captive insurer" is generally defined as an insurance company that is
wholly owned and controlled by its insureds; its primary purpose is to
iInsure the risks of its owners, and its insureds benefit from the captive

Insurer's underwriting profits.
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GLOBAL CAPTIVE MARKETPLACE
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